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§702.105

those outstanding that will contrac-
tually refinance, reprice or mature
within the next five (5) years, and ex-
clusive of all member business loans
(as defined in 12 CFR 723.1 or as ap-
proved under 12 CFR 723.20);

(b) Member business loans outstanding.
All member business loans as defined
in 12 CFR 723.1 or as approved under 12
CFR 723.20;

(c) Investments. Investments as de-
fined by 12 CFR 703.150 or applicable
State law, including investments in
CUSOs (as defined by §702.2(d));

(d) Low-risk assets. Cash on hand (e.g.,
coin and currency, including vault,
ATM and teller cash), the NCUSIF de-
posit, and debt instruments uncondi-
tionally guaranteed by the National
Credit Union Administration;
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(e) Average-risk assets. One hundred
percent (100%) of total assets minus
the sum of the risk portfolios in para-
graphs (a) through (d) of this section;

(f) Loans sold with recourse. Out-
standing balance of loans sold or
swapped with recourse, excluding loans
sold to the secondary mortgage market
that have representations and warran-
ties consistent with those customarily
required by the U.S. Government and
government sponsored enterprises;

(g) Unused member business loan com-
mitments. Unused commitments for
member business loans as defined in 12
CFR 723.1 or as approved under 12 CFR
723.20; and

(h) Allowance. The Allowance for
Loan and Lease Losses not to exceed
the equivalent of one and one-half per-
cent (1.5%) of total loans outstanding.

TABLE 2 -- §702.104 RISK PORTFOLIOS DEFINED

Risk portfolio

Assets, liabilities or contingent liabilities

(a) Long-term real estate loans

Total real estate loans and real estate lines of credit (excluding MBLs) with a maturity (and
next rate adjustment period if variable rate) greater than 5 years

(b) MBLs outstanding

Member business loans outstanding

(c) Investments

As defined by federal regulation or applicable State law.

(d) Low-risk assets

Cash on hand and NCUSIF deposit.

(e) Average-risk assets

100% of total assets minus sum of risk portfolios above

(f) Loans sold with recourse

Outstanding balance of loans sold or swapped with recourse, except for loans sold to the
secondary mortgage market with a recourse period of 1 year or less.

(g) Unused MBL commitments

Unused commitments for MBLs

(h) Allowance

Allowance for Loan and Lease Losses limited to equivalent of 1.50 percent of total loans

[656 FR 44966, July 20, 2000, as amended at 67 FR 71088, Nov. 29, 2002; 75 FR 66300, Oct. 28, 2010]

§702.105 Weighted-average life of in-
vestments.

Except as provided below (Table 3),
the weighted-average life of an invest-
ment for purposes of §§702.106(c) and
702.107(c) is defined pursuant to
§702.2(m):

(a) Registered investment companies
and collective investment funds. (1) For

investments in registered investment
companies (e.g., mutual funds) and col-
lective investment funds, the weighted-
average life is defined as the maximum
weighted-average life disclosed, di-
rectly or indirectly, in the prospectus
or trust instrument;

(2) For investments in money market
funds, as defined in 17 CFR 270.2a-7, and
collective investment funds operated in
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National Credit Union Administration

accordance with short-term investment
fund rules set forth in 12 CFR
9.18(b)(4)(i1)(B)(1)-(3), the weighted-av-
erage life is defined as one (1) year or
less; and

(3) For other investments in reg-
istered investment companies or col-
lective investment funds, the weighted-
average life is defined as greater than
five (5) years, but less than or equal to
seven (7) years;

(b) Callable fired-rate debt obligations
and deposits. For fixed-rate debt obliga-
tions and deposits that are callable in
whole, the weighted-average life is de-
fined as the period remaining to the
maturity date;

(c) Variable-rate debt obligations and
deposits. For variable-rate debt obliga-
tions and deposits, the weighted-aver-
age life is defined as the period remain-
ing to the next rate adjustment date;

§702.105

(d) Capital in mixed-ownership Govern-
ment corporations and corporate credit
unions. For capital stock in mixed-own-
ership Government corporations, as de-
fined in 31 U.S.C. 9101(2), and member
paid-in capital and membership capital
in corporate credit unions, as defined
in 12 CFR 704.2, the weighted-average
life is defined as greater than one (1)
year, but less than or equal to three (3)
years;

(e) Investments in CUSOs. For invest-
ments in CUSOs (as defined in
§702.2(d)), the weighted-average life is
defined as greater than one (1) year,
but less than or equal to three (3)
years; and

(f) Other equity securities. For other
equity securities, the weighted average
life is defined as greater than ten (10)
years.

TABLE 3 -- §702.105 WEIGHTED-AVERAGE LIFE OF INVESTMENTS

Investment

Weighted-average life

(a) Registered investment
companies and collective
investment funds

i. Registered investment companies and collective investment funds: As disclosed in
prospectus or trust instrument, but if not disclosed, greater than five (5) years,
but less than or equal to seven (7) years.

ii. Money market funds and STIFs: One (1) year or less.

(b) Callable fixed-rate debt
obligations and deposits

Period remaining to maturity date.

(c) Variable-rate debt obligations
and deposits

Period remaining to next rate adjustment date.

(d) Capital in mixed-ownership
Government corporations and
corporate credit unions

Greater than one (1) year, but less than or equal to three (3) years.

(e) Investments in CUSOs

Greater than one (1) year, but less than or equal to three (3) years.

(f) Other equity securities

Greater than ten (10) years.

[656 FR 44966, July 20, 2000, as amended at 67 FR 71088, Nov. 29, 2002]

EFFECTIVE DATE NOTE: At 75 FR 64826, Oct.
20, 2010, §702.1056 was amended by revising
paragraph (d), effective Oct. 20, 2011. For the
convenience of the user, the revised text is
set forth as follows:

§702.105 Weighted—average life of invest-
ments.

(d) Capital in mired-ownership Government
corporations and corporate credit unions. For
capital stock in mixed-ownership Govern-
ment corporations, as defined in 31 U.S.C.
9101(2), and perpetual and nonperpetual cap-
ital in corporate credit unions, as defined in
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12 CFR 704.2, the weighted-average life is de-
fined as greater than one (1) year, but less
than or equal to three years;

* * * * *

§702.106 Standard calculation of risk-
based net worth requirement.

A credit union’s risk-based net worth
requirement is the aggregate of the fol-
lowing standard component amounts,
each expressed as a percentage of the
credit union’s quarter-end total assets
as reflected in its most recent Call Re-
port, rounded to two decimal places
(Table 4):

(a) Long-term real estate loans. The
sum of:

(1) Six percent (6%) of the amount of
long-term real estate loans less than or
equal to twenty-five percent (256%) of
total assets; and

(2) Fourteen percent (14%) of the
amount in excess of twenty-five per-
cent

(25%) of total assets;

(b) Member business loans outstanding.
The sum of:

(1) Six percent (6%) of the amount of
member business loans outstanding
less than or equal to fifteen percent
(15%) of total assets;

(2) Eight percent (8%) of the amount
of member business loans outstanding
greater than fifteen percent (15%), but
less than or equal to twenty-five per-
cent (26%), of total assets; and

(3) Fourteen percent (14%) of the
amount in excess of twenty-five per-
cent (25%) of total assets;

12 CFR Ch. VII (1-1-11 Edition)

(c) Investments. The sum of:

(1) Three percent (3%) of the amount
of investments with a weighted-aver-
age life (as specified in §702.105 above)
of one (1) year or less;

(2) Six percent (6%) of the amount of
investments with a weighted-average
life greater than one (1) year, but less
than or equal to three (3) years;

(3) Twelve percent (12%) of the
amount of investments with a weight-
ed-average life greater than three (3)
years, but less than or equal to ten (10)
years; and

(4) Twenty percent (20%) of the
amount of investments with a weight-
ed-average life greater than ten (10)
years;

(d) Low-risk assets. Zero percent (0%)
of the entire portfolio of low-risk as-
sets;

(e) Average-risk assets. Six percent
(6%) of the entire portfolio of average-
risk assets;

(f) Loans sold with recourse. Six per-
cent (6%) of the entire portfolio of
loans sold with recourse;

(g) Unused member business loan com-
mitments. Six percent (6%) of the entire
portfolio of unused member business
loan commitments; and

(h) Allowance. Negative one hundred
percent (—100%) of the balance of the
Allowance for Loan and Lease Losses
account, not to exceed the equivalent
of one and one-half percent (1.5%) of
total loans outstanding.
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